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SUBJ: US-UK CIV AIR NEGOTIATIONS: CURRENCY SIDE LETTER 

FOLLOWING FOR COMMENT IS USDEL PROPOSED TEXT FOR 
SIDE LETTER RE CURRENCY SURCHARGES, ESTABLISHING 
PRINCIPLE THAT LOCAL SELLING PRICES SHOULD BE EQUAL 
EX-US AND EX-UK. TEXT IS SHORTER THAN THAT DISCUSSED 
IN WASHINGTON, OMITS COMPLEXITY OF DISCUSSION OF lATA 
SURCHARGE MECHANISM, AND FOCUSES ON PRINCIPLE OF 
EQUAL TREATMENT, DATES AT END ARE NEGOTIABLE. COMMENT: 
CONCURRENCE CAB/BE REQUESTED COB 16 MAY. PROPOSED 
TEXT FOLLOWS: 


"THE UNITED STATES AND UNITED KINGDOM ARE, CONTEMPOR- 
ANEOUSLY HEREWITH, ENTERING INTO A BILATERAL AIR 
TRANSPORT AGREEMENT GOVERNING THE CONDUCT OE INTER- 
NATIONAL AIR SERVICES BETWEEN THE TERRITORIES OF THE 
TWO CONTRACTING PARTIES. ARTICLE) ) OF THAT AGREEMENT 
LIMITED OFFICIAL USE 
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PROVIDES THE MECHANISM FOR RESOLUTION OF DISPUTES WITH 
RESPECT TO TARIFFS. THE TARIFE ARTICLE DOES NOT COVER 
ONE MATTER WHICH HAS BEEN OF PRESSING CONCERN TO THE 
CARRIERS OF THE UNITED STATES OPERATING OUT OF THE 
UNITED KINGDOM; NAMELY, THE CONVERSION OE lATA-AGREED 
OR OTHER TARIFF PRICES INTO SELLING PRICES IN LOCAL 
CURRENCIES. IN RECENT YEARS, AS THE U.K. POUND HAS 
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DEPRECIATED IN RELATION TO THE U.S. DOLLAR, THE CONVER- 
SION MECHANISM APPLIED TO TARIEF PRICES TO DETERMINE 
SELLING PRICES PAYABLE IN POUNDS HAVE FREQUENTLY NOT 
KEPT PACE WITH THE CHANGING CURRENCY RELATIONSHIPS. 

"AS A CONSEQUENCE, U.S. CARRIERS SUSTAIN SIZEABLE 
DILUTION OF REVENUES ON TRANSPORTATION SALES IN THE 
UNITED KINGDOM. THE COST OE THIS DILUTION ULTIMATELY 
MUST BE BORNE BY THE U.S. TRAVELING PUBLIC. MOREOVER, 

THE LOW EFEECTIVE POUND RATES AND EARES INEVITABLY 
CAUSE DISTORTIONS OF TRAFFIC FLOWS AND ENCOURAGE 
MARKETING ABUSES WHICH ARE DIFFICULT, IF NOT IMPOSSIBLE, 

TO POLICE. THE UNITED KINGDOM. FOR ITS PART, RECOGNIZES 
THE LEGITIMATE INTERESTS OF THE UNITED STATES IN THE 
IMPROVEMENT OF THE LEVEL OF CURRENCY SURCHARGES AND 
AGREES THAT, IN PRINCIPLE, THE FARES PAID IN EACH 
CURRENCY SHOULD REFLECT ACTUAL CURRENCY EXCHANGE RATES. 
PENDING FULL IMPLEMENTATION OF THIS GENERAL PRINCIPLE, 

THE GOVERNMENT OF THE UNITED KINGDOM PLEDGES ITS BEST 
EFFORTS TO INCREASE, TO THE LEVEL PREVAILING FOR 
PASSENGER TRANSPORTATION, THE CURRENCY SURCHARGES 
APPLICABLE TO CARGO SHIPMENTS NO LATER THAN JULY 1, 

1977, AND THE SURCHARGES APPLICABLE TO APEX TRAVEL 
NO LATER THAN SEPTEMBER I, 1977." 
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